
534

24 CFR Ch. IV (4–1–99 Edition)§ 402.1

402.8 Tenant protections if an expiring con-
tract is not renewed.

AUTHORITY: 42 U.S.C. 1437f note and 3535(d).

SOURCE: 63 FR 48953, Sept. 11, 1998, unless
otherwise noted.

§ 402.1 What is the purpose of part
402?

This part sets out the terms and con-
ditions under which HUD will renew
project-based section 8 contracts under
the authority provided in section
524(a)(1) or (2) of MAHRA. Renewal will
also be in accordance with § 401.601 of
this chapter for eligible projects with-
out a HUD-approved Restructuring
Plan under part 401 of this chapter.
This part permits renewal notwith-
standing part 24 of this title, but sub-
ject to section 516 of MAHRA (see
§ 402.7).

[63 FR 48953, Sept. 11, 1998; 63 FR 71374, Dec.
28, 1998]

§ 402.2 Definitions.

The definitions in § 401.2 of this chap-
ter apply to this part.

§ 402.3 Contract provisions.

The provisions of chapter VIII of this
title will apply only to the extent, if
any, provided in the contract. Part 983
of this title will not apply.

§ 402.4 Contract renewals under sec-
tion 524(a)(1) of MAHRA.

HUD may renew any expiring section
8 project-based assistance contract at
initial rents that do not exceed com-
parable market rents. If the project is
eligible for a Restructuring Plan under
part 401 of this chapter, the owner’s re-
quest for a renewal will be processed
under § 401.601 of this chapter to deter-
mine whether a Restructuring Plan is
needed. After comparable market rents
have been initially established, any fu-
ture rent adjustments will be deter-
mined by using an OCAF as provided in
§ 401.412 of this chapter, except that
rents may be re-determined using a
budget-based rent adjustment from
time-to-time at the discretion of HUD.
OCAF and budget-based adjustments
may be positive or negative. The term
of the initial and subsequent contract
renewals under this section will be de-

termined by the appropriate HUD offi-
cial.

§ 402.5 Contract renewals under sec-
tion 524(a)(2) of MAHRA.

(a) Renewal for exception project at
owner’s request. HUD will renew
project-based assistance under this sec-
tion instead of § 402.4 if requested by
the owner of a project described in
paragraph (b) of this section. The term
of the initial and subsequent contract
renewals under this section will be de-
termined by the appropriate HUD offi-
cial.

(b) Exception projects included. This
section applies to:

(1) A project described in section
524(a)(2)(A) through (D) of MAHRA; and

(2) A project described in section
524(a)(2)(E) of MAHRA.

(c) Initial rent levels for exception
projects. If the owner of such a project
requests renewal of project-based as-
sistance under this section, HUD will
initially renew the expiring contract at
the lesser of:

(1) Existing rents adjusted by an op-
erating cost adjustment factor estab-
lished by HUD (OCAF);

(2) A budget-based rent determined in
accordance with § 514(g)(3)(a) through
(e) of MAHRA, except that HUD rather
than a PAE will determine operating
expenses and HUD may adjust the debt
service component to reflect competi-
tive interest rates; or

(3) In the case of a contract under the
section 8 moderate rehabilitation pro-
gram (other than single room occu-
pancy dwellings under section 441 of
the Stewart B. McKinney Homeless As-
sistance Act), the lesser of existing
rents adjusted by an OCAF, fair mar-
ket rents (less any amounts allowed for
tenant-purchased utilities), or com-
parable market rents.

(d) Rent adjustments. Rent adjust-
ments (either positive or negative) for
contracts renewed under this section
will be determined using an operating
cost adjustment factor as provided in
§ 401.412 of this chapter, except that
rents may be redetermined using a
budget-based rent adjustment from
time-to-time at the discretion of HUD.

VerDate 18<JUN>99 09:35 Jul 01, 1999 Jkt 183075 PO 00000 Frm 00528 Fmt 8010 Sfmt 8010 Y:\SGML\183075T.XXX pfrm01 PsN: 183075T


